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TO: Our Valued Client Partners & Friends

FROM:  HIB Account Team

RE: LEGISLATIVE UPDATE 2010-06 = ACTION REQUIRED

Children’s Health Insurance Program Reauthorization Act of 2009 (CHIPRA)
Notices Published

We are pleased to bring you our Legislative Update 2010-06: Children’s Health Insurance Program
Reauthorization Act of 2009 (CHIPRA) Notices Published. Recently, the Department of Labor
released model notices to assist employers in complying with CHIPRA. This Legislation Update
provides you with a background of what this federally mandated program is and how employers need to
comply with the required notices under CHIPRA.

We hope you find this informative and please contact your HIB Account Team for assistance.

Children’s Health Insurance Program Reauthorization Act of 2009 (CHIPRA)
Notices Published

As required by the Children’s Health Insurance Program Reauthorization Act of 2009 (CHIPRA), the
Department of Labor has issued a Model Notice for group health plans to use in notifying employees
about their potential CHIPRA rights. The purpose of this Memorandum is to assist employers in
achieving compliance with the CHIPRA Notice Reguirements.

BACKGROUND

The Children’s Health Insurance Program is a federally mandated program pursuant to Titles X1X and
XXI of the Social Security Act administered and partialy funded under state law. The American
Recovery and Reinvestment Act of 2009 contained enhancements to the original legislation including the
following:

1. New Enrollment Rights. CHIPRA requires employers/plan sponsors to offer a new special
enrollment right to those employees and/or dependent children who:

a. Either lose coverage under aMedicaid or state plan (such as California’s MediCal), or,
b. Become digiblefor group health premium assistance under a Medicaid plan or state CHIP plan.

2. Formal Notice Requirements (Notice). Employers in most states must distribute an annual Notice
to all employees dligible for the employer-sponsored group health plan describing new open
enrollment rights as well as the availability of premium assistance to Medicaid-eligible individuals.

DETAILS

1. Notice Content. The Notice must provide a very brief description of premium assistance and may
rey on state contact information to allow employees to obtain specific state-based information
regarding eligibility, process for enrolling, and amounts available.
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2. Delivering the Notice. Employers may combine the Notice with new hire enrollment materials, open
enrollment materials, or include it in the Summary Plan Description so long as the following three
conditions are met:

a. Theannual delivery occurs before the first day of the next plan year (note exception below under
“Notice Due Date”);

b. The materials are provided annually to all employees (not just plan participants) entitled to
receivethe Notice (i.e., employees digible to participate in the relevant health plan); and,

c. The Notice appears separately and “in a manner which insures that an employee who may be
eligible for premiums assistance could reasonably be expected to appreciateits significance.”

3. Notice Due Date. As we stated above, employees must receive the Annual Notice before the first
day of the next plan year. Therules contains a transition period:
a. For plan years beginning after February 4, 2010 and before May 1, 2010, employers must provide
the Natice by May 1, 2010;
b. For plan years beginning on or after May 1, 2010, the employer must provide the Notice by the
first day of the next plan year (e.g. January 1, 2011 for calendar year plans).

4. Employers Subject to the Notice Requirement. Employers providing health care benefits (insured
or through self-funded arrangements) whose employees reside in a state which provides premium
assistance must provide the CHIPRA Natice, regardless of the employer’s situs or the situs of the
insurance contract or the plan itself. All states but the following currently offer premium assistanceto
eligible individuals:

Connecticut Maryland Ohio
Delaware Michigan South Dakota
Hawaii Mississippi Tennessee
[llinois

5. Employees Entitled to Notice. Employers must provide the Notice to all employees, whether
enrolled in a health plan or not, and whether potentialy eligible for premium assistance or not, who
live in a state which provides premium assistance to its residents. 1t’s worth noting that employers
may not be able to rely on the distribution of SPDs alone for giving Notice, since the distribution of
SPDs s usually limited to plan participants.

6. The Model Notice. For employers with all employees residing in one state, the rules only require the
Notice to contain the information provided for that state. Similarly, multi-state employers must list
information regarding each relevant state program. The Notice need not contain the Notice
information for all 40 states unless the employer has employees in each state.

7. Fiscal Issues. In light of the current financial condition of most states, the availability of premium
assistance may change over time.

ACTION PLAN
1. Createatimetable.
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2. ldentify how many states are involved.

3. Veify and monitor the availability of premium assistance (at the time the employer may deliver the
Notice).

4. Build the Notice content using the Department of Labor Model, ( Model Notice).
5. Choose the method of delivery.

6. Budget and execute accordingly.

To access archived Legislative Updates please log into www.heffgroup.com and clicking on the link
for HIB Client Community. If you need information on your Username and Password please
contact your HIB Account Team.

Unsubscribing — You are receiving this email as a client partner or friend of Heffernan Insurance
Brokers. If you would like to unsubscribe please rely to this email by writing “unsubscribe” in the subject
line.

Copyright © 2010 Alfred B. Fowler, Attorney at Law.

All Rights Reserved. Reprint with permission only.
This legislative update is published as an information source for our clients and colleagues.
It is general in its nature and is no substitute for legal advice or opinion in any particular case.
mike@abferisa.com

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice contained in this communication, unless expressly stated otherwise, was not
intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties
under the Internal Revenue Code or (ii) promoting, marketing or recommending to another party any
tax-related matter(s) addressed herein.
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